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TRADEMARK LAW OFFICE 105
Serial Number 78/438,912
Mark: UNIX SYSTEM LABORATORIES

CERTIFICATE OF MAILING
I hereby certify that this correspondence is being deposited with the United States Postal Service as first class mail in an envelope addressed to:
Commissioner for Trademarks, P. O. Box 1451 Alexandria, VA 22313-145 I, on August . 2005.

TRADEMARK APPLICATION
Docket No.: 3412.3.1

IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

Applicant: The SCO Group, Inc. )
)
Serial No.: 78/438,912 )
)
Filed: June 21, 2004 ) Trademark
) Law Office
Mark: UNIX SYSTEM LABORATQRIES ) 105
)
[nternational )
Class No.: 009 )
)
Trademark Attorney: Anne Farrell )

RESPONSE TO OFFICE ACTION

Commissioner for Trademarks
P. O. Box 1451
Alexandria, VA 22313-1451

Dear Sir:

The Applicant respectfully submits this paper in response to issues raised by the
Examining Attorney in an Office Action mailed on February 3, 2005. In the Office Action, the
Examining Attorney refused registration of the present application based upon a finding that
Applicant’s mark, “UNIX SYSTEM LABORATORIES” is likely to cause confusion with
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TRADEMARK LAW OFFICE 105

Serial Number 78/438,912

Mark: UNIX SYSTEM LABORATORIES

Registration Nos. 1390593, 1392203, 1845474, and for the marks “UNIX” and “UNIXWARE”
(herein “the cited registrations™”). Additionally, the Examining Attorney also requested that the
Applicant disclaim certain portions of the mark and amend the description of the goods. By this
paper, Applicant respectfully responds to the issues raised in the Office Action. In light of this

submission, Applicant’s application should be passed on for publication.

L. DESCRIPTION OF THE GOODS

Applicant wishes to prosecute this application as multiple-class application. Please
amend the above-referenced application to include the following identification of goods and
services:

Class 9

“Computer software, namely, computer operating system software,
computer language compilers, and translators; computer
networking software; transaction processing software; graphical
user interface software; computer graphics software; computer
applications software; data management software;, software
development tools and environments; computers and computer
hardware.”

Class 42

“Providing web services, namely, providing web-based computer
programs so that users or other web-based computer programs can
dynamically interact with the web-based computer programs.”

Applicant recognizes that the amended description of goods converts the present
application into a “multi-class application.” Accordingly, Applicants have enclosed a Credit
Card Payment Form in the amount of three hundred seventy five dollars ($375.00) representing
the additional filing fee. Of course, should there be any problems with the payment, the
Commissioner is hereby authorized to charge any underpayment of the fees, or credit any

overpayment, to Deposit Account Number 13-0763.
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TRADEMARK LAW OFFICE 105
Serial Number 78/438,912
Mark: UNIX SYSTEM LABORATORIES

In light of these changes, Applicant submits that the description of goods/services is

proper. Withdrawal of this objection is respectfully requested.

IL DISCLAIMER

Please amend the present application to include the present disclaimer:

No claim is made to the exclusive right to use "SYSTEM
LABORATORIES" apart from the mark as shown.

The above-recited disclaimer is submitted in response to the Examiner’s request.

Accordingly, withdrawal of this objection is respectfully requested.

III. LIKELIHOOD OF CONFUSION REJECTION

In the Office Action, the Examining Attorney refused registration of the present
application based upon a finding that Applicant’s mark, “UNIX SYSTEM LABORATORIES”
for computer software 1s likely to cause confusion with Registration No. 1,390,593 for UNIX,
Registration No. 1,392,203 for UNIX, Registration No. 1,845,474 for UNIXWARE and
Registration No. 2,241,666 for UNIXWARE. Because an owner of these marks has now become
part of Applicant, this trademark application should be passed on to publication.

Registration No. 1,390,593 for UNIX had an owner of UNIX SYSTEM
LABORATORIES. Registration No. 1,392,203 for UNIX had an owner of UNIX SYSTEM
LABORATORIES. Registration No. 1,845,474 for UNIXWARE had an owner of UNIX
SYSTEM LABORATORIES. Registration No. 2,241,666 for UNIXWARE had an owner of
UNIX SYSTEM LABORATORIES. Because an owner of these marks (namely, UNIX
SYSTEM LABORATORIES) has now become part of Applicant, this trademark application

should be passed on to publication.
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TRADEMARK LAW OFFICE 105

Serial Number 78/438,912

Mark: UNIX SYSTEM LABORATORIES

Because UNIX SYSTEM LABORATORIES is now part of the Applicant, this trademark

should be sent on to publication. In 1992, Novell purchased UNIX SYSTEM LABORATORIES
and all of the UNIX assets, including all trademarks owned by UNIX SYSTEM
LABORATORIES. In 1995, The Santa Cruz Operation, Inc. purchased all of the UNIX assets
from Novell. As part of the transaction, Novell assigned the UNIX and UNIXWARE trademarks
to The Santa Cruz Operation. In 2001, The Santa Cruz Operation completed the sale of, inter
alia, the UNIXWARE technologies to Caldera Systems, Inc. Caldera subsequently changed its

name to The SCO Group. Because of this, the mark should be allowed to go on to publication.

IV. CONCLUSION

Based on the foregoing amendment and remarks, the Applicant respectfully asserts that
Applicant’s mark, “UNIX SYSTEM LABORATORIES”, should be passed on for publication.
If there remains any further impediment to registration that could be clarified in a telephone

interview, the Examining Attorney is invited to initiate the same with the undersigned.

Respectfully submitted,

Ut

Wesley L/. Aﬁdﬁn/
Reg. No. 42,273
Attorney for Applicant
Date: August 3, 2005
MADSON & METCALF
Gateway Tower West
15 West South Temple, Suite 900
Salt Lake City, Utah 84101
Telephone: (801) 537-1700
Fax: (801) 537-1799
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30, JAN, 1997 19:22 ALLIN & OVERY N0, 7690 I 4/20

Application for the initiation of proceedings
pursuant to Article 3 of Regulation 17/62 to
establish the existence of infringements of
Articles 85 and 86 of the Trcaty of Rome

filed by

The Santa Cruz Operation, Inc.
on

31st January, 1997

CONFIDENTIAL VERSION
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31, JAN, 1997 19: ALLIN & OVERY N0 7600 D 6/2

[t ]
~>

THE SANTA CRUZ OPERATION, INC.'S COMPLAINT
AGAINST MICROSOFT CORPORATION

This is an application rcspectfully submitted by The Santa Cruz Operation Inc. (“SCO”) under Article
3 of Council Regulation No. 17 of 1962 that the Commission should by decision find that the
Agreement made between the Mirrasoft Corporation (“Microsoft™) and AT&T in January 1587
contains restrictions on competition which infringe Articles 85 and 86 and ticreupon order the partics
thereto 1o bring such infringemems to an end. A vopy of this agreement 1s atrached a8 Annex 1.

1 THE UNDERTAKINGS

il SCO is a software company headquarlered in Santa Cruz, California, which is located forty
KilomeLres south of the Silicon Valley. SCO has subsidiaries located in France, Germany, Italy
and the UK and cmploys well in excess of 400 people in the European Union  In addition to
sales offices located in France, Germany, Jtaly, the UK, Npan, Denmark, and Sweden, it
maintains significant rescarch and product development facilities in Wartford, Cambridge and
Leeds in the UK.

12 As described in morc detail below, SCO's principal products consist of UNIX based operating
aystem software designed to run on PCs which utilise Intel processors. SCO's yearly umover
for the financial year 1995 was approximately $200 million with approximaely $93 mmillion
generated in the EU.

1.3 $CO also mainwins sigaificant customer relations within the EU selling to distributors, vahie
added resellers and OEM.

14 Microsoft 15 well known to the Commission. It is the world's largest vendor of computer
software and one of the most profilable uudertakings in the computer industry, TIts 1996
worldwide turnover was $ 8.7 billion which camed Microsoft 2 profit, after taxcs of $£22
billion.

1.5 Tn 1980 Microsott hicensed from another company a PC operating systcm which it modified
and introduced in 1981 as the Microsoll Disk Operating System ("MS-DOS"). Since the
mid-1980's, it lias been the world's largest vendor of operating systems for PCs (and in
particular Intcl PCs, a3 defined below). More than 170 million PCs worldwide employ
Microsoft operating systems.

1.6 Microsoft's PC opcrating system products currently consist of DOS, Windows 3.1x, Windows
95 and Window NT.

2. THE PRODUCTS

2.1 SCO's principal product is "SCO OpenServer” ("SCO0S"). SCO0S i3 a PC operating system
based upon UNIX which is designed to operate on computers employing Intel processars. Intel

processors and compatible processors which conform to the Tntel instruction set (so-called Intel
“clones" such as thase nffered by AMD and Cyrix) comprise the vast majority of the PC
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3.1

capabilitics; and robustness (0w raIEs OF IZUUIE OF SYSIEil Lidaues). semwsns, wrisess =r =
program standard around which the Internet was onginally developed.

SCOUS adapts UNIX, originall_\} developed for large systems, and enables it to function a3 the
opcrating system for an lute] PC,

SCO also offers a second UNIX based PC operating system known as “UnixWare". Like
SCOOS, UnixWare brings UNIX to the Intel PC platform. SCO acquired the rights to
TinixWare 1 a recent transaction with Novell, the original developer of the program, Because
SCOOS and UnixWare have ceitsin differences between them, SCO has plans to merge the
1wo operating systems into onc program known currently by the code name "Gemini".

Sun Microsystems has sub-licensed UNIX from Microsoft. Using is sub-licence it also offers
a 1INIX tor intel PC operating system known as “Solaris X86”. Solaris X86 has diffcrences
when comparcd to SCOOS and UnisWarc such that 2 user of Solaris X986 has no assurance
(hal an applivation program devcloped for it will operate with SCOO0S or UnixWare.

SCOOS and UnixWarc thus compete with the other operating systems offered on the market
for Intel PCs includmg Windows 935, Windows 3.1. Windows NT, Solatis X86 and Nowvell's
NetWare,

THE MICROSOFT LICENSES

SCO's rights 1o create, distribute and scll UNIX sollwaie code at the time it developed SCOOS
were acquired through  license chain from (1) AT&T to Microsoft (wherein AT&T as the new
owner of UNIX granted 2 license for UNIX to Microsoft) and then (i) Microsoft o 8CO.
Microsoft's original rights to UNIX were thus acquired through its non-exclusive sub-
licensable license from AT&T. Pursuant to its license from AT&T, Microsoft had adapled
UNIX 10 tunction on Intel PCs, naming the resulting program *XENIX", XECNIX is thus a
derivarive work of UNIX. Latci, u 1987 a5 a result of the agreement mode that year between
Microsoft and AT&T, which is described in Section 4 below, Microsoft developed another
version of UNIX for Intel PCs using 386 processors based upon the then current release of
UNIX, System V, and XENIX known as "System V/386 Rel, 3.2". System V/386 Rel. 3.2,
also a derivative work of UNIX, depended upuu AT&T's UNIX license to Microsoft.
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Plaintiff/Counterclaim-Defendd, The SCO Group, Inc. (“*SCQ”), respectfully submits
this Renewed Motion for Judgment as a Matter of Law or, in the Alternative, for a New Trial.

PRELIMINARY STATEMENT

The jury verdict in this case is the type ¥anich Rule 50(b) and Rule 59 exist. The jury
simply got it wrong: The verdict cannot beoaciled with the overwhelming evidence or the
Court’s clear instructions regang the controlling law. The jy answered “no” to the single
guestion: “Did the amended Asset Purchageement transfer the UNIX and UnixWare
copyrights from Novell to SCO?” We do rikatow whether the verdict resulted from
misapprehension of the jury instructions, cordasabout the meaning ofipr judicial decisions
that Novell read into the rembfor the ostensible purposedfallenging SCO’s damages theory,
Novell’s persistent efforts to focus the jury e old language of the Asset Purchase Agreement
(“APA™) which was replaced by a bindirgnendment, or other factors.

Whatever the explanation for the verdice #tvidence demonstrated that ownership of
the UNIX and UnixWare copyrights is requirtt SCO to exercise the complete ownership
rights in the UNIX and UnixWartechnologies (including thesrce code) it acquired under the
APA, and that the amended APA provides thahstopyrights were transferred. That record
compels judgment as a mattedaiv for SCO under Rule 50(b). At a minimum, the verdict is

clearly against the substantial weight of the evidence, necessitatavg teial under Rule 59.

! These motions and SCO'’s Proposed Findomgss claim for specific performance all

relate to the ownership oféHJNIX and UnixWare copyrightsSCO believes the appropriate
order of consideration is for the Court firstdecide the Rule 50(b) motion which, if granted,
would set aside the jury deterration on ownership of the copyrightis a matter of law; if that
were not granted, to conside@€QO’s alternative motion for a wetrial under Rule 59; and if
neither of these post-trial motions weramged, to determine SCO’s claim for specific
performance to receive transfer of the MNInd UnixWare copyghts at this time.



Amendment No. 2, together with the APRAgeans that SCO acquired the copyrights
“required for SCO to exercise its rights wiéspect to the acquisith of UNIX and UnixWare
technologies.” The Tenth Circuit’s opinion suppdhst reading, and atiat the chief negotiator

and sole drafter of the Amendment fMovell admitted it. There is ne@asonablenterpretation

of Amendment No. 2 to the contrary. For ai@ty of reasons, it sttehes reason beyond the
breaking point to characterize the Amendment as merely “affirming” that SCO had received
some sort of “license” under the APA. In tendreds of pages of agreements, press releases,
SEC filings, letters, and otheontemporaneous documentation, there is not one word of a
license from Novell to SCO for use tfe UNIX and UnixWare copyrights.

The evidence further demonstrated beyang reasonable disputhat the UNIX and
UnixWare copyrightsvererequired for SCO to exercise itdlfawnership rights with respect to
the UNIX and UnixWare technologies. The eande in SCO’s favor on this obvious point is
overwhelming. The UNIX and early UnixWamchnology lies at the heart of SCO’s subsequent
versions of UnixWare, includintipe current version of UnixWare@Nithout copyright ownership
SCO cannot assert righas bring suit to protedhat technologwgainst misuse by third parties,
and without the ability to jtect the technology, SCO cannotimain its UNIX business or
exercise the full ownership ritgto exploit, develop, and f#ad the core UNIX source code.
While SCO could physically continue to sel WnixWare and OpenServer products without
copyright ownership, SCO could not fully maintéis UnixWare businessithout the ability to
enforce the copyrights in the core UNIX technology.

In addition, SCO indisputably acquired “[a]ll 8&ller’s claims arising after the Closing
Date against any parties relatingatay right, property or assetinded in the Business.” (APA

Schedule 1.1(a), Item 1l.) SCO thus acquigdpng other claims, all of the claims, which



Novell otherwise would have, relating to the ws misuse of the UNIX and UnixWare source
code — including all copyright @ims concerning that sourcede. The law requires that SCO
own the UNIX and UnixWare copyrighto prosecute such claims.

At a minimum, the verdict is clearly agairisé weight of the evidence. While there was
some evidence by Novell withesgeghe contrary, the significantly more substantial and more
persuasive evidence was that in the sale oftavace business and source code, the parties did
not agree that the seller could withhold the coghyts reflecting ownership afat source code.
The business negotiators agreedt the parties intended for SG®acquire the copyrights, and
the course of performance aftae APA was signed confirms thiatent. An exclusion of the
copyrights in the original APA nevertheless resulted, from either a mistake (negotiators who
understood the exclusion to refalely to Novell’s NetWareapyrights) or a last-minute,
overzealous decision between Novell's geneoainsel and its outside counsel (who admitted
that they never asked the businesgotiators whether any such axgibn was part of the deal).
Regardless, Amendment No. 2 r&td the exclusion, and it did moerely preserve a status quo
in which SCO had acquired some sort of “license.”

ARGUMENT

SCO IS ENTITLED TO JUDGMENT AS A MATTER OF LAW

Rule 50 requires that the verdict beaste if there was not a “legally sufficient
evidentiary basis” for a “reasonable jury” to haeached that verdict. Fed. R. Civ. P. 50(a)(1).

Rule 50 is satisfied where the “evidence points but one Waggner v. Live Nat'| Motor

Sports, InG.586 F.3d 1237, 1244 (10th Cir. 2009), or “the evidence so overwhelmingly favors

the moving party as to pernmb other rational conclusionShaw v. AAA Eng’g & Drafting

213 F.3d 519, 529 (10th Cir. 2008ge, e.g.Vanmeveren v. Whirlpool Corp65 Fed. Appx.

698, 700-01 (10th Cir. 2003);l. Case Credit Corp. v. Crite851 F.2d 309, 311-16 (10th Cir.




1988). At the close of all the evidence, S@0ved for judgment on its claim to copyright
ownership under Rule 50(a) on the grounds ¢latership of the copyrights was required for
SCO to exercise its rights in connectionthaits acquisition of the UNIX and UnixWare
technologies, and now renews the motion under Rule 50(b) becausadiict cannot be
squared with the overwhelming evidence and the’law.

A. SCO Acquired the Copyrights Required to Exercise SCO’s Ownership
Rights in the UNIX and UnixWare Technologies It Acquired.

The only reasonable interpretation of Amendniémt 2 — an interpretation that Novell's
own negotiator of the Amendmeadopted at trial — is th&CO acquired all copyrights
“required for SCO to exercise its rights witspect to the acquisith of UNIX and UnixWare
technologies.”

SCO acquired the “Business” of déwging, licensing, and supporting UNIX and
UnixWare software products, including the saldoth source and binary code licenses. (Ex. 1
(APA), Recital A.) The APA effectuated thasset transfer by specifying a schedule of
transferred assets, Schedule 1.1(a) (the ASs#tedule), and a schedwf excluded assets,
Schedule 1.1(b) (the Exaded Assets Schedule)d(8 1.1(a).)

The Assets Schedule covers copyrights lmyigling for the transfeof “All rights of
ownership” in, among other thingthe source code for all themtant versions of UNIX and

UnixWare. While the language of the Excldd&sset Schedule originally excluded all

2 On March 26, 2010, the dayetfury received the casegtiCourt denied SCO’s Rule
50(a) motion as “moot.” While that would halveen true of a motion directed to Novell's
slander of title claim, SCO’s Rule 50(a) tiom was directed to SCO'’s claim relating to
copyright ownership (the sole question on wtilod jury returned a verdict). The motion may
now be renewed under Rule 50(b). If granted,tiotion would then require a new trial limited
to whether slander of title occurred and wiset(and to what extent) SCO suffered damages.



copyrights from the transferred assets, thaglege was replaced by Amendment No. 2. Item |
of Schedule 1.1(a) identifies the full scopeha transferred asseds consisting of:

All rights and ownership of UM and UnixWare, including but

not limited toall versions of UNIX and UnixWare and all copies of
UNIX and UnixWare (intuding revisions and updates in process),
and all technical, design, developm, installation, operation and
maintenance informatioroacerning UNIX and UnixWare,
including source codesource documentation, source listings and
annotations, appropriate enginegrnotebooks, test data and test
results, as well as all reference manuals and support materials
normally distributed by Seller to drusers and potential end-users
in connection with the distvution of UNIX and UnixWaresuch
assets to include wibut limitation the following:

Item | then proceeds to identify by nameeierence all UNIX and UnixWare source code
products and binary products.

As the Tenth Circuit recognized in its deoisiremanding the case for trial, the specific,
catch-all phrase “All rights anawnership of UNIX and UnixWare” includes the copyrights of
UNIX and UnixWare — the core intellectyaoperty on which the UNIX and UnixWare

licensing business depends. The SCO Group, Inc. v. Novell5fg¢.F.3d 1201, 1213-14 (10th

Cir. 2009). A transfer of “all ght, title and interest to agputer programs and softwazan only

mean the transfer of the copyrightssas| as the actual computer programdisks.” Shugrue v.

Cont’l Airlines, Inc, 977 F. Supp. 280, 286 (S.D.N.Y. 1997) (emphasis added)also

ITOECA, Inc. v. Megatrans Logistics, In&@22 F.3d 928, 931 (7th Cir. 2003) (transfer of “all

assets” to a business includes copyrigiRglational Design & Tech., Inc. v. BrodKo. 91-

2452-EEQO, 1993 WL 191323, at *6 (D. Kan. May 25, 19®&&)nsfer of “all rights” in a program
includes copyrights). In additiothe “without limitation” languagenakes clear that the list of
Items that follow in the Assets Schedule is+{exhaustive. Where cogghts are one of the
“rights and ownership” of UNX and UnixWare covered by Itetrof Schedule 1.1(a), such

copyrights need not have been expressly includeler the intellectual property subheading in



Item V of the Schedule. When Novell and@@&greed to remove the language excluding
copyrights from the APA by executing Amendmerat. [, the effect was that copyrights were
included under “rights and ownerphin the Assets Schedule, e Tenth Circuit indicated.
SCQ 578 F.3d at 1213-14 (“[A]ny change to thé seExcluded Assets Schedule 1.1(b)
necessarily implicated thosemyrights actually transferrachder Schedule 1.1(a).”).

The inclusion of copyrights in ¢hsale of the source coddaglical. Indeed, it is difficult
to comprehend that a party would or could $fan“all rights and ownership of” source code
while retaining the copyghts. In a licensing amngement, the licensor dopet transfer all
rights and ownership of the source code. Hehere Novell sold “all'ownership, it logically
follows that the copyright ownership would ineluded in the saleThis common-sense
proposition is reflected in the testimony of numes witnesses, addressed below, who spoke to
what they saw as the obvious inclusion of copyrights in the sale of the UNIX and UnixWare
source code. Indeed, the only alternative imeggtion that Novell offered at trial — that
Amendment No. 2 “affirms” that SCO obtainetliaense” to copyrightedanaterial that SCO
requires — finds no support in the plain langua§e the Tenth Circuit oderved: “Whatever the
Amendment means, it refers to tnershipof copyrights, not to licenses3CQ 578 F.3d at
1216 (emphasis added).

With respect to the extrirsevidence, moreover, Novellown chief witness for and
negotiator of Amendment No. 2 ultimately acknhesged that copyrighthat are required for
SCO to exercise its rights in the UNIXdUnixWare technologies it had acquirgére
transferrednot licensed, to SCO. Alison Amadia confirmed on cross-examination that “if there

are copyrights that are required for SCO tereise its rights, like the UNIX and UnixWare



trademarks, theweretransferred (2177:15-18 (emphasis added))s. Amadia’s testimony

is consistent with Novell'sféicial position, as expressed apress released dated June 6, 2003,

that the ownership of gelired copyrights “didransfef to SCO under the amended APA. (EX.

97 (emphasis added).)

Meanwhile, SCO'’s negotiator and general couBseVve Sabbath testiighat “the intent
was clearly to me that all the copyriglfids the UNIX and UnixWare were to hensferredo
Santa Cruz Operation” and that the Excludsdet Schedule was intended to exclude the
Netware copyrights. (900:23-9@1) Mr. Sabbath further tefieéd that SCO “bought the UNIX
business from Novell, all copyrights pertaigito that business camvith the product.
Amendment Number 2 was meant to confihat.” (911:6-14.) Even Ms. Amadia
acknowledged that Mr. Sabbathdder that the copyrights h&gen excluded as a result of a

“typographical error in the original APAhat required corréion. (2184:25-2185:1°)

3 Indeed, to give Amendment No. 2 a contriatgrpretation the jury would had to have

ignoredthe evidence — as to which ther@gscontrary evidence — that the Amendment

confirmed the transfer of the UNIX and UnixVéarademarks by referring to them as ones
“required for SCO to exercise its rights witspect to the acquisitn of UNIX and UnixWare
technologies.” (2176:5-24 (Amadia); 2177:268218 (Amadia).) Where Amendment No. 2
changes the APA to make no distion between trademarkadcopyrights, and where Novell
admitted that the trademarks referenced in Amendment No. 2 were not being licensed, but were
in fact transferred, no reasonaleor could conclude that thersa language used to describe

the copyrights could mean something different.

4 Novell subsequently tried hange its position and arglthat Amendment No. 2 gave
SCO the right to acquire copyrights if it comldmonstrate that suclopyrights were required.
(Ex. 105.) That revised position is one Bdsr SCO'’s alternative claim for specific
performance.

> Ms. Amadia’s testimony about what Mr. Sabbiatld her at the times consistent with

Mr. Sabbath’s deposition testimoag opposed to the IBM declamt that Mr. Sabbath stated

did not accurately reflect his testimony. (927:14-25 (Sabbath); 928:19-929:2 (Sabbath)), and that
is not affirmative evidence in any event.



focuses on whether the verdictisarly, decidedly or overwhelmgly against the weight of the
evidence.”Black, 804 F. 2d at 362.

A district court therefore may weigh eviderared consider the credibility of witnesses
when exercising its broad dretion to determine whether a new trial is warrantEanberg v.

Sholtis 401 F.3d 1151, 1160 (10th Cir. 2008¢e, e.g.Caruolo v. John Crane, In@26 F.3d

46, 54 (2d Cir. 2000) (“Unlike a motion for judgmexst a matter of law, a motion for a new trial
may be granted even if there is substdetvedence to support éhjury’s verdict.”);Giles v.
Rhodes171 F. Supp. 2d 220, 229 at n.5 (S.D.N.Y. 20013l judge may consider “credibility
and the weight of the evidence”). In additionteat long and complicated trial such as this, a

trial judge should be especially Vigimt in examining the verdictSee, e.g.Siemens Med.

Solutions USA, Inc. v. Saint-Gobain Ceramics & Plastics, Bit5 F. Supp. 2d 884, 899 (N.D.

lowa 2009).

A. SCO Acquired the UNIX and UnixWare Copyrights.

SCO'’s request for a new trialdarporates not only kabf the points set forth in Section |
above, but also the overwhelming weight of thelence, summarized below, that a transfer of
copyrights was intended.

1. The Intent of the Negotiators and Principals Regarding the APA.

A total of ten witnesses — including ttiple witnesses from each of the S@@dNovell
sides of the transaction — tiisid to their intent and undeending that Novell had sold and
Santa Cruz had acquired the UNIX dodixWare copyrights under the APA:

X Novell President and CEO Robert Frankenbevty. Frankenberg testified that it was
the intent at the beginningf the transaction, throughouttlransaction, and when the
transaction closed, to sell the copyrigimt$JNIX and UnixWare and to exclude the
NetWare copyrights because Novell wasirgng the Netware business. (176:9-
177:3; 2558:17-2559:7.) He also testifiedttho other member of his board of
directors had the authority to negotiate a deal apart from what the executives had
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negotiated across the table from SCO78(4-11.) And he téified that Messrs.
Tolonen, Bradford, and Braham had no autiido decide whether copyrights would
be part of the deal, asetlileal had already been nagted with SCO before those
individuals even began their involvementire process of documenting the deal.
(2541:18-2542:4.)

Novell Senior Vice President Duff Thompsollr. Thompson testified that Novell
told SCO that it was selling all of théNIX and UnixWare busiess “lock, stock and
barrel, the whole thing” including th@gyrights. (230:15-2B13.) He further
testified that he never asked the attorreiysumenting the dealdm Novell’s end to
change the deal so that the UNIX andXWare copyrights would be retained.
(233:1-15))

Novell Senior Director and Chief Negotiator Ed Chatlb4r.. Chatlos testified that he
participated in the face-ti@ce negotiations with SCO, including weekly travel from
New Jersey to California for three month851:2-7.) He testifiethat “the deal with
SCO was to include the copyrights” for UNIX and UnixWare and to exclude the
copyrights for the Netware business tNatvell was not seilhg, and that he
understood Schedule 1.1(b)’s original exclusion of copyrights tefeering to the
NetWare copyrights. (352:57; 359:20-362:3.) He furer testified that holding
back the UNIX and UnixWare copyrightowld have been inconsistent with the
directives he was given by Mr. Thompsordahe directives and authority given to
the lawyers documenting the deal. (354:16-355Mr) Chatlos also testified that the
deal he negotiated included the UNIXdaUnixWare copyrights and that changing
the deal to exclude the copyrights “wotlave been unethical.” (354:16-355:5.)

Novell Vice President of Strajee Relations Ty Mattingly.Mr. Mattingly testified
that during the months of negotiations that he attended, no one from Novell ever
suggested that Novell wagaaing the UNIX and UnixWareopyrights and that the
copyrights the parties intended to withth@ere the Netware copyrights for the
Netware business that Novell wasaiaing. (677:5-13; 690:18-22.)

Novell In-House Counsel Burt LevineMr. Levine was involved in review of the
very asset schedules thaigimally included languagexcluding copyrights. He
testified that that languagkd not reflect Novell's intet and that, under the APA,
SCO “obtained a full right, title and intestein ownership” in UNIX and UnixWare
that “would automatically convey the copyhmigalong with the rest of the business
assets.” (522:3-14.) Indeed, he chagdeed the idea that Novell would sell the
business while withholding the copyrightsrext being “ethicat (521:17-522:2.)

Santa Cruz Presideahd CEO Alok Mohan.Mr. Mohan testified that the deal
“absolutely” included the UNIX copyrights g@&rt of the business that SCO was
acquiring. (461:19-462:9.) Like Novelksvn witnesses, he testified that SCO’s
understanding was that it was acquiring Husiness “lock, stock, and barrel.”
(464:4-19.) He testified that no one frodovell ever said téim prior to the
execution of the APA that Novell interdiéo retain any UNIX or UnixWare
copyrights. (467:24-468:6.)
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x Santa Cruz Vice President of Business Development Jim Wilt.Wilt testified that
it was his “intent on behalf of SCO &zquire, through the APA, Novell’'s entire
UNIX and UnixWare business, includingettUNIX and UnixWare source code and
all associated copyrights” and that he bedkthat Novell’s intent was to sell those
assets and rights as weld46:21-446:5.) He testifieddhif Novell had ever said
that it was retaining thgNIX and UnixWare copyriglst that would have been
“extremely remarkable and probably wollave ended the negotiations.” (443:7-
19.)

x Santa Cruz Assistant Negotiator Kimberlee Maddds. Madsen testified that it was
SCO'’s intent to acquire the UNIX and Ukéare copyrights as part of the business
and that it was her understanding and beliefrahe transaction was completed that
SCO had acquired those cojyits. (783:3-784:4; 788:2489:5; 814.24;815:3.) She
also testified that Mr. Seabrook’s reptotthe SCO board of directors never
suggested that Novell hadtained any UNIX or Uniware copyrights. (788:5-
8;788:20-23.) She further testified thatar@e from Novell had ever said that Novell
would retain any UNIX or UnixWare copyright (783:3-784:4.)She further testified
that during the 1996 dispute with Novell cenning its conduct withespect to IBM,
Novell never asserted thiathad retained ownership of the UNIX and UnixWare
copyrights. (802:3-7.)

x SCO General Counsel Steve Sabbar. Sabbath testified that “the intent was
clearly to me that all the copyrights for UNAnd UnixWare were tbe transferred to
Santa Cruz Operation” and that the Exi#d Assets Schedule was intended to
exclude the Netware copyrights. (900:23-%01L:He further testified that when SCO
“bought the UNIX business from Novell, @ibpyrights pertainingp that business
came with the product. Amendment NumBewas meant to confirm that.” (911:6-
14.)

x Santa Cruz Founder and Vice President Doug Michdis.Michels testified that “of
course” SCO bought the UNIX and UnixWarepyrights and that, had any of his
executives suggested otherwise, he wouleeltaughed them out of [his] office.”
(501:1-18.)

Novell continued to argue through trial that mwéhhe foregoing testimony was irrelevant and
inadmissible, but that is contraty the Tenth Circuit’'s decisioiCQ, 578 F.3d at 1210-18, and
this Court’s rulings on motions in limine. @er on Defendant’s Motions in Limine 12 to 19,
Docket No. 717.)

To be sure, Novell presentpiéces of evidence at trial smpport its version of events,

but that evidence cannot overcome dherwhelming evidence in SCO'’s favor.
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in Novell’'s own products, subject to certaimitations. (Ex. 162 (TLAE II.) If Novell had
retained the UNIX and UnixWaipyrights, it would not haveseded any license-back to use
the UNIX and UnixWare source codeNovell’'s own products. Jeel07:23-108:1
(Frankenberg); 847:4-7 (Madsen).) Indeed, thdance showed that Novell itself thinks that it
is reasonable to read the TLA as inconsistétit a reading of the APA under which the UNIX
and UnixWare copyrights were retained. (1965966:4 (LaSala).) ThTLA also identified
SCO as the “owner” of the Licens&échnology. (Ex. 162 (TLA) 8 lIl.)

Novell has suggested that the license-baak necessary because it would permit Novell
to use in its products the tawlogy in the “Merged Product” th&CO was to develop after the
execution of the APA. But the TLA gives Novallicense-back to much more than just the
source code in the Merged Product; it givesréll such a license for the existing UNIX and
UnixWare source code itself. (Ex. 1 (APA) § 1S8hedule 1.1(a) Item I; Ex. 162 (TLA) 8 Il.A.)
Where the APA refers to the TLA and vice \&eed the two agreemerase obviously related
agreements (Ex. 1 (APA) 8 1.6; Ex. 162 (TLAJ) 8it would be unreasonable to read the
amended APA in a manner that renders it incoasisvith the unambiguous terms of the TLA.

3. The Parties’ Course of Performance.

In addition to the foregoing, a wealth of emsic evidence of thparties’ course of
performance prior to any litigation furtherrdenstrated that SCO tiacquired the UNIX and
UnixWare copyrights. Thatoarse of performance is further compelling grounds for concluding
that the parties intended for SCO to acqtlie UNIX and UnixWare copyrights. The
undisputed evidence at trial refledtthe following facts of the piées’ (and even third parties’)
“practical constructiondf the amended APA:

x At Novell’s direction, Novell’'s own rgineers placed SCO copyright notices on
source code for the existing versiondJofixWare — versions on which SCO had done
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no work at all. (1727:19-25 (Nagle)733:9-25 (Nagle); Ex. 655; 1704:18-1705:7
(Maciaszek); 1723:14-20 (Maciaszek).) Nibvadso replaced the “Novell” copyright
notice on the CD for the current versiointhe UnixWare product with a “Santa

Cruz” copyright notice. (1725:1-1728:21 (Nagle); 1723:9-1736:17 (Nagle); Ex. 35.)
Because SCO had done no additional work on UnixWare at the time Novell added the
SCO copyright notices, these actions caly el understood as consistent with a

change in ownership of the theristing copyrights to UnixWare.

X The participants in the transition of t&lIX and UnixWare business from Novell to
SCO - individuals who had not participaiadhe negotiations — understood SCO to
have acquired the UNIX and UnixWare cogyts, including because no one ever
suggested otherwise. (547:11-16d@erick); 1671:22-1672:18 (Maciaszek);
1676:17-20 (Maciaszek).) Novell presentecemmence that any such participants
believed that Novell continued to own any such copyrights.

X In sorting through the materials in its fornwdfices to determine what to keep and
what not to keep, moreover, Novell turneeer to SCO theapyright registration
certificates for UNIX and instructed itsatisition team to retain only materials
pertaining to the businesses it wasiretey, Netware and Tuxedo. (610:5-612:4
(Broderick).)

x In early 1996, Novell sent thoaisds of letters explainingpat it had transferred to
SCO Novell’s “existing ownership interastUNIX System-based offerings and
related products,” specifically identifying such productiatiding “All Releases of
UNIX System V and prior Releases of the UNIX System” and “All UnixWare
Releases up to and including Unixi¢d&Release 2 (encompassing updates and
upgrades to these releasesvadl.” (586:4-15 (Broderick)Ex. 580.) In one such
letter, which was co-signed by NovelldaSCO, Novell further explained that
“Novell’s right as licensor under such agresits have been assigned to the Santa
Cruz Operation” and that “the ownerghof the UNIX operating system has been
transferred from Novell, Inc. to tiganta Cruz Operation.” (Ex. 751; 1682:23-
1684:10 (Maciaszek); 1684:24685:7 (Maciaszek)}

16 In fact the only testimony regarding tinansition meetingeeflected that Novell

representatives told SCO that Novell had $diMX and that the copyght notices had to be
changed. (548:10-17 (Broderick); 1704:18-1705:7 (Maciaszek); 1723:14-1728:21 (Nagle);
1732:12-1737:13 (Nagle); 1775:15-17¥6&:(Nagle).) There was noidence that Novell ever
told anyone in these meetings that Novelswetaining any UNIX olUnixWare copyrights.

17 Novell argued at trial thahese letters did not needttdl customers about Novell's
claimed copyright exclusion, butdlevidence showed otherwisk addition to the plain fact
that Novell's assertion of ownership transferuedbhave been inaccurate if Novell had retained
the copyrights, such an exclusion would hbeen relevant to customers. Mr. Maciaszek
testified, for example, that among the “things a customer does need to know” is “who can
enforce the copyrights in the contrsicthat SCO now owned. (1710:8-22.)
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x

B.

In concert with these letters, Novell repentatives visited OEM licensees, including
in Europe, to reiterate the statementthimse letters and personally inform the
licensees that “SCO hadadgred all ownership rights ithe business,” without “any
limitation ever.” (1678:416 (Maciaszek); 1680:22681:22 (Maciaszek); 1684:4-17
(Maciaszek).)

Novell, SCO, and IBM engaged in a paatted dispute and negotiation throughout
1996 regarding the scope ob¥ll's rights under the APASCO'’s evidence showed
that Novell never contended that it owintbe copyrights durinthat dispute, and
Novell presented no evidence to tentrary. (802:3-7 (Madsen).)

During the dispute among the three cogtimns in 1996, even IBM took the position
thatSCOcould protect itself tough its ownership of the UNIX copyrights, asserting
that “SCO is protected by copyright(Ex. 123.). SCO’s evidence showed that
Novell never contended otheisg, and Novell presented ruidence to the contrary.
(802:3-13 (Madsen).)

Just months after Amendment No. 2 was signed, SCO, through the law firm that had
represented SCO in connection with Navell/SCO APA, took the position in

formal litigation against Microsoft Corporah in the European Union that SCO had
acquired the UNIX copyrightand was the UNIX copyright holder. (807:3-811:20
(Madsen); Ex. 127 88 3.4, 4.9.) Novell praseimo evidence to call into question

the nature of SCO’s agsiens in that filing.

In resolving the foregoing dispute, S@@tered into a settlement agreement with
Microsoft in which SCO agaistated that it had acged the UNIX copyrights and
was the UNIX copyright holder(811:21-813:24 (Madsen).Jhe document states:
“SCO has acquired AT&T’s ownership tife copyright in the UNIX System V
Operating System Program.” (Ex. 1R@cital B.) Novellgain presented no
evidence to call into question the natafe&SCO’s assertion in that settlement.

All of this evidence is particularly relevant hdrecause the parties’ courseperformance is the

“best evidence” of the par8écontractual intentSCQ 578 F.3d at 1217.

The Copyrights Are Required for SCO to Exercise Its Ownership
Rights in the UNIX and UnixWare Technologies It Acquired.

There was a surfeit of spedifiestimony, such as set forth above, concerning SCO’s need
of the copyrights to run its UnixWare businesér. Frankenberg callei “ludicrous to think
about selling software without selling the copyats. If you don’t have the copyrights, you don’t
have the ability to freely use what you bough2543:21-2544:3.) Similarly, Mr. Thompson

testified that “[i]t is hard for me to imagin@wginstance in which we aselling them the entire
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business, to go forward with this businesshia future, without giving them the underlying
intellectual property rights thaéhey needed to do so.” (241:19-242:3.) In a case where
witnesses from both sides of the deal, with ineahent in various aspects of the UNIX business,
specifically testified that SCO required the U0NANnd UnixWare copyrights to run its business
and protect the intellectual property at the heathaf business, a jury verdict to the contrary
simply cannot stan&®

CONCLUSION

SCO respectfully submits, for the reasoradest above, that tieourt should grant
SCO'’s motion for judgment as a matter of law orthie alternative, grant SCO a new trial.
DATED this 27thday of April, 2010.

By: /s/ Brent O. Hatch
HATCH, JAMES & DODGE, P.C.

Brent O. Hatch
Mark F. James

BOIES, SCHILLER & FLEXNER LLP
David Boies

Robert Silver

Stuart H. Singer

Edward Normand

Counsel for The SCO Group, Inc.

18 See, e.g.Broderick (666:9-21; 6616-668:6) (SCO “would beut of business” if it
couldn’t protect its softwar&hrough copyrights”); Miched (502:24-503:14) (copyrights “so
essential” to a software business they ‘tike breathing oxygen”); Wilt (442:15-443:6)
(copyrights “such a fundamental part of an apsethase that if you didrhave copyrights and
such go along with it, there was no assetpase”); Madsen (7803-24; 802:23-803:1; 865:16-
21; 866:18-21; 875:7-14; 884:21-885:21) (SCeyuired all” the UNIX and UnixWare
copyrights; copyrights “essentiald “protect and enforce [SCO’sjtellectual property rights” in
UNIX); Sabbath (913:1-15; 914:17-915:5) (“you waduleed all the copyrights and binaries and
source code”); McBride (997:11-23) (ownersbighe UNIX copyrights “absolutely” “required
for SCO’s business”); Maciasz€k687:16-24) (“the copyrights @required to operate SCO’s
business”); Tibbitts (1844:25-1845:18¢opyrights are critical fous to run the business that
was purchased from Novell in ‘9bpth the SCOsource business areright to protect that core
UNIX intellectual property”).
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